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THE DEVELOPMENT OF THE AUTOMOBILE SHOPPING CENTER 


LTHOUGH the development and widespread use of automobile transportation 

has been of great benefit to the retail trade in general, some classes of re- 

tail outlets are now beginning to suffer from it. It is well known that the 
streets in many of our central business districts have become so clogged with auto- 
motive traffic that the automobile shopper finds considerable difficulty and incon- 
venience in patronizing the shops and stores located there. Therefore, the devel- 
opment of the automobile has not only been the chief cause of decentralization of 
the downtown district, but has also provided the means whereby it could be accom- 
plished, 


Decentralization has, so far, moved through or into three rather broad stages, 
If small trading posts that sprang up along our rivers in the earliest days of Ameri- 
can history can be considered manifestations of decentralization, then the process 
began hundreds of years ago. More recently this same stage became apparent as 
small isolated clusters of “convenience goods” stores established themselves in 
residential neighborhoods, This phase received little or no impetus from rapid 
transportation. The second stage into which decentralization moved was the devel- 
opment of “string street” shopping areas, For the most part these shopping dis- 
tricts were larger than their predecessors, the neighborhood stores, and were lo- 
cated along main public transportation routes with their focal point frequently fixed 
by a corner at which two or more streetcar or bus lines crossed, This type of de- 
centralization has been going on for perhaps fifty years and, although still in process, 
it is proceeding at a much slower rate, 


The third stage of decentralization was brought about largely by the increasing 
parking problem in the downtown and “string street” shopping districts, and has 
resulted in the rapid growth in the number of large automobile shopping centers, 


This new type of shopping center caught up in the frenzy of the present boom is 
moving ahead with rapid strides in most sections of the country. As a matter of 
fact, so many new shopping centers are springing up and so many of the older ones 
are expanding that a good number of them will prove to be either partially or totally 
unprofitable within a few years, It seems that now is a good time to review the fac- 
tors contributing to the success or failure of such ventures, 


Naturally, it is the strength and flow of its income stream that nourishes any 
shopping area, If the income stream moving into a district begins to deepen and 
broaden, it will not be long before the district expands. Conversely, as the income 
stream dwindles or is diverted, the economic health of the district will suffer in 
almost direct proportion. Just as there are marginal enterprises in other fields of 
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endeavor, so, too, are there marginal shopping districts. These marginal districts 
operate at a profit during periods of prosperity and high prices, but the first sub- 
stantial downswing more often than not moves through them, leaving close-out sales, 
vacant stores, and eventual foreclosure in its wake. 


In attempting to evaluate property within a commercial area it is usually rela- 
tively simple to gather present income figures and past income figures for at least 
a year or two, The most hazardous phase of the evaluation process is estimating the 
future income of the property. 


The following table shows the terrific drop that took place in the number of most 
types of retail establishments and in the sales of all types from 1929 to 1935. 


CHANGES IN RETAIL STORES AND SALES VOLUME 


1929-1935 
Number of stores Sales per store 
in $000’s % 
1929 1935 change 1929 1935 change 
Groceries & meats 357,290 394,445 +10.4% $24,300 $17,610 -28% 
Variety 12,110 11,741 - 3.0% 177,750 66,500 -15% 
Men’s & boys’ apparel 28,197 20,914 -25.8% 42,400 32,810 -23% 
Women’s ready-to-wear 18,253 21,975 +20.4% 59,500 36,200 -39% 
Shoes 24,259 18,967 -21.8% 33,300 26,950 -19% 
Furniture 58,941 45,215 -23.4% 46,750 28550 -39% 
Automotive 69,379 50,459 -27.2% 101,600 83,850 -17% 
Lumber & building materials 52,814 36,553 -30.8% 49,600 31,100 -37% 
Hardware 25,330 26,996 + 6.6% 27,850 17,300 -38% 
Drug stores 58,258 56,697 - 2.7% 29,050 21,750 -25% 
Jewelry 20,000 12,450 -37.8% 26,800 18,850 -30% 
Cigar stores 33,250 15,350 -53.9% 12,310 11,900 - 3% 


Source: Table 1051, page 965, STATISTICAL ABSTRACT OF THE UNITED STATES; 
by Bureau of the Census, 


The table does not necessarily indicate that declines of the same magnitude will 
take place within the next several years, However, when viewed with the realiza- 
tion that business failures are rising and that the highest number are found among 
retail stores, it helps emphasize the fact that the peak sales of the past few years 
cannot continue indefinitely. 


It is interesting to notice one very good reason why variety stores are generally 
considered prime tenants, During the period of contraction covered by the table, 
the number of variety stores diminished by only 3%, indicating a low level of fail- 
ure; and average sales per store declined only 15%, which probably reflected low- 
ered prices rather than shrinking unit volume. Virtually the same may be said 
for drug stores, 


Although it is difficult to explain the sizable increase in the number of women’s 
ready-to-wear stores during the 1929-1935 period, the increase in food outlets is 
partially accounted for by the inelastic demand for food and the increase in popu- 
lation during this period, 
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In addition to the uncertainties of general economic conditions, retail outlets 
must face competition that is increasing from several directions. 


Perhaps the most serious competition shopping districts will face will come 
from other districts, There will, of course, be competition between different brands 
of goods and competition between one type of merchandise and another, But the 
most serious will be between different districts, 


This competition between districts will spring chiefly from the factor of acces- 
sibility and in this respect the automobile shopping center has a large advantage. 
There is no reason, however, to assume that this advantage will always remain so 
great as at present, Virtually every large city in the country is struggling with the 
problem of making its downtown district less congested. Those that are successful 
will create greater accessibility to the retail shops in their downtown districts. 


A tremendous amount of thought, time and money has gone into planning off- 
street downtown parking facilities; some have already been built and more are cer- 
tain to follow. Another factor that will strongly influence downtown retail sales 
is the slum clearance and urban redevelopment now being planned in a number of 
cities. Wherever projects of this kind can be carried out, huge segments of the 
city’s population will be shifted into close proximity to the downtown area, 


If improved off-street parking can be provided in “string street” districts, the 
outlying automobile shopping district will be the first to suffer. Although many of 
these teeming “hot spots” seem incapable of traffic improvement, the problem is 
comparatively new and in some instances will be solved or at least alleviated, 


Naturally, these changes that will adversely affect the present position of auto- 
mobile shopping centers cannot become operative overnight. And in some areas 
their influence will be negligible. Any shopping center, however, and especially 
new high-cost centers, should be evaluated with considerable weight given to the 
competitive forces that will be exerted by other centers, In other words, it is no 
longer a question of “if,” but “when” and “to what extent” the matured automobile 
shoppine center will be called upon to face loss of income due to the improved ac- 
cessibility of other centers, 


Naturally, the advantages of accessibility presently enjoyed by new automobile 
shopping centers are vital to their operation - and more than a few are dependent 
on a rent level that cannot be maintained year in and year out. 


Consider two rather small districts of about the same size but built at different 
times. The older one carries a mortgage of $50,000 while the new one carries a 
mortgage of $100,000. In order to provide the same margin of profit, the new cen- 
ter must carry a rent schedule 50% higher. 


Older Building New Building 


Expenses..... verre. se $ 8,000 $ 8,000 
Mortgage amortization...... 4,000 8,000 
Return and depreciation ..... 4,000 8,000 


et be 
Rent Schedule..... ee ee $ 16,000 $ 24,000 
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In order to climb down to a competitive price level with the older building, the 
new one must knock $8,000 off its rent schedule, thereby wiping out all return to 
capital and depreciation allowance, Of course, if the older building is owned outright 


and no mortgage remains, the position of the new building becomes all the more 
critical, 


Another point worth remembering is this, In 1939 there was one retail outlet 
for every 81.5 persons of our civilian population. In 1943, despite the large num- 
bers in the Armed Forces, this number had risen to 101 persons (civilians) per out- 
let. This, of course, reflected a decline in the number of outlets, or an increase in 
civilian population, or both, In 1947, however, the number of civilians per retail 
outlet was back to the 1939 level - 81.5 per store. In addition to this, virtually all 
of the new stores are more efficient in that they can sell more units of merchandise 
per square foot of sales space than can be sold by the older stores. 


In conclusion, we believe that, while many of the new automobile shopping cen- 
ters are excellently located and stand a good chance of weathering almost any finan- 
cial adversity, there are a good many others that will be blown askew by the first 


chill wind of recession, The appraiser’s problem in deciding which will stand and 
which will fallis not an easy one, 











